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Summary of the Year 1972 


Increase 
(Decrease) 
1972 1971 Per Cent 
Financial 
FaNGSS ICONS see oe theevs cee ie eee ee $ 8,074,000 $ 6,921,000 6e7 
CASH TOW Haass alate aes ees or etn terre eae 5,044,000 4,080,000 23.6 
al 31 AS RVe\ ce more Rare es ee zr Sue we ah Ge dd .62 sey// 
Depreciation and depletion :.....c0000. 2. tededeccceee 2,807,000 2,401,000 16.9 
Wet inCOlre sco. aaa no i re Cen ees ee 2,005,000 1,539,000 3053 
Pere Slane etic atti ro cutee nite mp aac tee erate cies .25 LE 
Workinta: capitate iano tart a see ae eee 9,573,000 2,226,000 
Exploration and development expenditures ..... $ 4,452,000 $ 4,919,000 (11.0) 
eee ————— 
Operating 
Oil and condensate production - net barrels .... 2,131,000 1,973,000 8.0 
Daily average - net barrels... 5,822 SAS 
Natural gas sales - net million cu. ft. 0.00.00... 6,916 b302 30.4 
Daily average - net million cu. ft... 18.9 1485 
Proven and probable additional reserves 
(before deducting royalties) 
Oil and condensate - barrels ............ccceeeeeeeeeee 37,347,000 35,833,000 42 
Naturales trict venetian es 200,000,000 200,000,000 — 
Sulphur stoma tons Ose A ec. sarc seeeenen ane 643,000 643,000 ree 
Land holdings 
GOSSSACKES i ett eee eneeee een tes or a nee mere 23,138,000 24,707,000 (6.4) 
N@E@GIreS 30 oa 265 ete Rene eee eee ee 10,118,000 10,870,000 (6.9) 
THE COVER 


Calgary, Alberta — On a cold crisp winter day, Calgary may not appear to be another Houston -- 
but as acentre for exploration, production and pipeline planning, a similarity exists. 


Oil and gas companies based in Calgary have extended their operations not only to the frontier 
exploration areas of the Arctic and offshore Eastern Canada, but also to the North Sea and many 
other parts of the world. This activity has resulted in a growing pool of managerial, technical and 
professional talent in the city and one of the highest concentrations of computer services in 


North America. Cover photo by Peter Saunders, Calgary 
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To The Shareholders 


The Company's financial position is strong. Cash flow attained record 
levels and working capital stood at $9,573,000 at the end of the year. 


Financial Results 


Gross income for 1972 was $8,074,000 compared with $6,921,000 in 
1971; net oil and gas sales increased by 13.1% to $7,628,000. Despite 
the increase in the average number of shares outstanding from 7,118,550 
to 8,179,550 cash flow per share rose from 5/7¢ per share to 62¢ per 
share or from $4,080,000 to $5,044,000; net income was 
$2,005,000 (25¢ per share) versus $1,539,000 (22¢ per 

share) in 1971. 


Production and Reserves 


Net production of crude oil and condensate by Decalta and its 
consolidated subsidiaries reached a record 2,131,000 net barrels during 
1972, an increase of 8% over last year. Natural gas production cf 6.9 
billion cubic feet rose by 30.4%. Decalta’s total proven and probable 
additional reserves of crude oil and condensate, before deducting 
royalties, were estimated by an independent consultant at 37.3 million 
barrels compared with 35.8 million barrels in 1971. Natural gas and 
Sulphur reserves remained unchanged at 200 billion cubic feet and 643 
thousand long tons respectively. 

Acquisitions 

Two significant acquisitions of producing properties were under 
negotiation by Decalta and associates during the report period. One was 
the purchase of a gas plant and various oil and gas properties at Turner 
Valley; negotiations were commenced in November 1971 and were 
consummated tn April 1972. The other was the purchase of various 
producing and non-producing properties in the United States; negotiations 
started in November 1972 and were consummated in January 1973. 

The Turner Valley purchase had a noticeable effect upon the Company's 
gas production in 1972 while the effect of the United States purchase will 
be reflected in the Company's figures for 1973. 


International Company Formed 


To hold these latter interests in the United States, and any other properties 
which the Company may acquire In foreign lands, a United States 
subsidiary, Decalta International Corporation, was formed. Negotiations 
for concessions and contract areas are being conducted in Africa, South 
America, Europe and Indonesia. Seismic work has been done in Indonesia 
and has commenced offshore Peru. 


Exploration and Development 


The Company’s main exploratory expenditure and effort continue to be 
directed to the Mackenzie River Valley, the Western Canadian Provinces, 
and Prince of Wales Island in the Arctic. Other areas of activity are 
Ontario, New Brunswick and Texas. Drilling in the Mackenzie Valley in 
1972 did not result in any discoveries; however, vast tracts of the 
Company’s land still remain unexamined by seismic and have not yet 
been adequately tested by drilling. Further wells will be drilled on 
seismic anomalies already defined, and two large seismic programs are 
now in progress in an attempt to find additional anomalies. 


The 1972 shallow drilling program in the Alberta Plains discovered h 


<== 


sufficient gas reserves to offset the Company’s gas production for the year. 


Details of operations and maps covering the Company’s major areas of 
interest are included in the exploration section of this report. 

Decalta’s exploratory expenditures amounted to $3,201,000 in 1972 {\ 
($2,419,000 in 1971). Development expenditures were $1,251,000 in | 
1972 and $2,500,000 in 1971. The 1971 total included $1,749,000 
ascribed to the capital assets of Western & Texas Oil Co. Limited as a 
result of the purchase of its shares in that year. In order to produce the 
crude necessary to satisfy increasing demand, capital expenditures for 
the enlargement of field production facilities, for improved secondary 
recovery projects, even for infill-drilling programs, will increase. 
Production and operating costs have increased as a result of the strict 
application of environmental and land utilization regulations. 


Regulations, Taxes and Prices Affect Cash Flow 


Decisions by various levels of Governments in Canada, the impact of the 
energy requirements on the North American Continent, and the cartel 
formed by the producing countries of the Middle East, Africa and South 
America (known as OPEC), have all had an effect upon the cash flow of 
the Company. The increases in the prices of Canadian crude oil, arising 
from increasing world prices, will result in an increase in the cash flow of 
the Company in 1973 by approximately $600,000 from production of 
existing properties. The incentive bonus for wildcat drilling will reduce 
the capital costs of exploration. On the other hand, the new taxes 
imposed by the Alberta Government on crude oil will have the effect of 
decreasing the Company’s cash flow in 1973 by approximately $200,000 
from production of existing properties. 


Insofar as gas Is concerned, the debate about increases of current and 
future gas prices and the restriction on the export of additional quantities 
of gas was initiated by the Alberta Government. This has had the 
immediate result of leaving areas surrounding gas discovery wells 
undeveloped and has delayed the commiting of new reserves until some 
Stability in prices is assured. It is not possible at this time to assess the 
impact of such price negotiations, but it would appear that the effect on 
cash flow will be positive. 


Industry 


A great deal has recently been written in the press about the “Energy 
Crisis” in the United States. Unquestionably, at this time, there is just 
such a man-made energy crisis. Experts, however, indicate the United 
States has not run out of energy — only energy at a cheap price. These 
cheap prices have reduced exploration for oil and gas and research into 
other useable forms of energy, and have been the result of consumer- 
oriented governmental policies. These policies resulted in reduced tax 
incentives, arbitrarily holding gas prices down, and restricting Federal 
lands available for exploration. Such policies were pursued despite the 
warnings of industry, and the current crisis has resulted. 


Fortunately for Canada, during the past twenty years, its oil and gas 
industry has been in its infancy. The large tracts of geologically 
attractive lands, the prospects of large oil and gas fields, and the stable 
government policies attracted the necessary capital and expertise. As a 
result, oil and gas has become Canada’s leading mineral industry, and 
Canada has adequate reserves of oil and gas for its own needs and has a 
surplus available for sale. The export sales of oil and gas amounted to 


$1.174 billion in 1971. On a long term basis, Canada, and Alberta in 
particular, is in a most fortunate position in terms of energy supplies. 
Based upon 1973 energy demands, Canada has developed sufficient oil 
and gas in conventional and tar sand reserves to supply its entire energy 
needs for about 30 years and if the possible reserves are taken into 
account there could be sufficient to meet the entire needs for over 500 
years. It has enough thermal coal reserves to supply its entire needs for 
230 years. In addition, it has sufficient uranium reserves to supply its 
entire needs for 25 years. This resource base is huge and, if properly 
developed, will be of great value to Canada now and in the future. There 
are those in Canada today who appear to favour restrictions on resource 
development. As a result, Canada’s major problem is whether to develop 
its potential (whether hydrocarbons or minerals) or leave it in the 
ground for generations as yet unborn. In the months ahead, this subject 
will be debated at length, hopefully with more facts and less emotion than 
has been exhibited to-date. The contributions of the oil and gas 
industry to job employment today, to the Federal, Provincial and 
Municipaltreasuries, to Canadian industry in general, to the national 
balance of payments, and to regional development, are likely to be a 
compelling reason to continue with reasonable development of the 
industry. 


Directors and Employees 

During the year, Dr. O.C. Waldron resigned as a Director of the Company 
and Mr. G. J. Risby was appointed to the Board in his place. Messrs. S. 
Spiro and N. K. Kinkead-Weekes will not be standing for re-election to 
the Board at the next Annual General Meeting. We wish to express our 
sincere appreciation for the many contributions made by these retiring 
directors towards the growth and progress of the Company during their 
term of office. 

A company depends for its success upon the energy and enthusiasm of 
its personnel. Despite the impact of increasingly complex legislation 
and the widening spheres of the Company’s activities, the Decalta staff 
has shown flexibility and a desire to move with the changing times and 
changing circumstances. The results achieved this year are a testimony 
to their accomplishments. 


Kh 


Chairman of the Board 
and Chief Executive Officer 


President 


Calgary, Alberta. 
March 22, 1973. 


Review of Operations 


Production 

Crude Oil and Condensate 

Decalta’s net crude oil and condensate production (after 
deducting royalties) continued to rise in 1972 to 2,131,000 
barrels, a gain of 158,000 barrels (8.0%) over the 1971 volume 
of 1,973,000 barrels. Average daily production for the past 

five years was as follows: 


1972 =1971 1970 1969 1968 
Net barrels daily 5,822 5405 4600 4,188 3,997 


The Company’s 1972 increase is attributable to higher 
production allowables in such Alberta fields as Simonette, 
Sturgeon Lake South and West Drumheller. The acquisition of 
additional interests in the Turner Valley field in 1972 anda 
full year’s production from properties acquired in 1971 in 

the Wainwright field also contributed to the increase. These 
gains were partially offset by natural productivity decline in 
other fields as set out in the 10 year statistical section of this 
report. 


Oil Production 1972 Change from 1971 
Province/State (in thousands of net barrels) 


Canada: 


U.S.A.: 
Montana 


Early in 1973, a Decalta subsidiary purchased a 50% interest 

in various wildcat leasehold and oil and gas producing properties 
in the United States for $1,300,000. The Company’s daily share 
of production in 1973 from these properties is expected to 
amount to 290 barrels of oil and 2.3 million cubic feet of gas. It 
is expected that this production will increase as a result of drilling 
development wells at Wilmington, California and the institution 
of a waterflood operation. Since the purchase, two exploratory 
tests located on the properties have been completed; one as a 
gas well and the other as an oil well. 

The Company became Unit Operator of the 4,160 acre 

Pembina Belly River “B” South Unit in 1972. In order to 
successfully waterflood the Unit, a number of infill wells will 


Crude Oil & Condensate Production 


be drilled and certain producers will be converted to water 
injection. The expense of water injection will be minimized 
since the cost of source water facilities will be shared with 
two other units. A gas processing plant will also be jointly 
constructed. The effects of the waterflood should be apparent 
during the Fall of 1973. 


Recently, the price of the Company’s crude in Western Canada 
increased 30¢ per barrel from approximately $2.78 per barrel 

to $3.08 per barrel. Price increases occurred in November 1972 
and January 1973 and will be fully reflected in the 1973 revenues. 


Natural gas 


Net sales of natural gas in 1972 rose by 30.4% to 6.9 billion 
cubic feet (5.3 billion in 1971). Daily average gas volumes were 
18.9 million cubic feet in 1972 vs. 14.5 million in 1971. A full 
year’s production of purchased Turner Valley gas reserves, higher 
volumes produced at Simonette, and a full year’s production 

from wells drilled in 1971, accounted for the increase. Owing 


Natural Gas Production 


20 —— 


Millions of Eves 


Billions of cubic feet 


to the low price received for the new volumes produced from the 
Turner Valley field, the average price received for Alberta 
production declined from 15.3¢ per mcf in 1971 to 13.1¢ in 1972, 
excluding amounts received for liquid products. The average 
price received for gas from all sources was 21.3¢ in 1971 and 
18.1¢ in 1972. This overall price is influenced by higher prices 
received for Ontario gas. The Company is hopeful that a decision 
by the Alberta government to have gas prices more nearly reflect 
commodity value will result in substantial price increases for 
Alberta gas. Reasonable prices would stimulate much more 
widespread exploration, thereby increasing overall opportunities 
and also may make it possible to place the Company's Obed sour 
gas reserves on production. 


Drilling Activity 


During 1972, Decalta participated in the drilling of 66 gross 
wells with an average participation of 17.0%. Of this total 19 
gross (3.8 net) wells were development wells and 47 gross 
(7.4 net) were exploratory wells. Through farmout agreements, 
the Company evaluated considerable acreage by contributing 
acreage rather than cash; 17 of the 47 gross exploratory wells 
were drilled under this arrangement. The results of the 
Company's drilling operations are Summarized in the 
tabulations below: 


Drilling Results Successful Wells 
Type of 
Well Gross Net 
Alberta = 3. eee Oil iS Ze3 
Albena: Jch-ac. pee ree Gas We al 
BritisheGoluniptaieens nee: Gas 3S 0.5 
30 49 


Wells Drilled Gross Wells Net Wells 
1972 1971 1972 1971 


Development: 
Oil 


Total wells 


Average well participation 24.9% 


Success Ratios: 
Development 65.8% 79.6% 
Exploration 32.4% 21.4% 


Reserves 


At December 31, 1972, Decalta’s total proven and probable 
additional reserves of crude oil and condensate, before 
deducting royalties, were an estimated 37.3 million barrels, 
up from 35.8 million barrels on the same date last year. 
Natural gas and sulphur reserves were unchanged from last 
year at 200 billion cubic feet of natural gas and 643 thousand 
long tons of sulphur respectively. Reserves attributable to 
minority interests in subsidiaries have been excluded from 
Decalta’s reserve totals. 


Crude Oil Reserves Natural Gas Reserves 
45 I TI T 225 
Millions of gross barrels Billions of cubic feet 
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A summary of the Company’s reserves as compiled by an 
independent consultant is shown In the accompanying tabulation: 


Reserves 


Estimated proven and 
probable additional, before December 31 
deducting royalties 1972 1971 


Crude oil and condensate 
(AB) 6] EPs ess scons aeeeetecoduccnadtons: 37,347,000 35,833,000 


Residue Natural Gas (mcf) .. 200,000,000 200,000,000 
Sulphur (long tons) 643,000 643,000 


Exploration 
During 1971 the Company reorganized its exploration efforts. 
It was decided that greater emphasis was required in the 
frontier areas of Canada and overseas. A special exploration 
group was organized to concentrate on these areas, thereby 
leaving the main section of the exploration department free 
to concentrate on projects in Alberta and British Columbia. 
As a result of these changes, the Company has taken an 
interest in the U. K. North Sea, in Indonesia, and has been 
negotiating in several other countries where it hopes to acquire 
interests. [hese efforts will be expanded during the coming _ 
year. At the same time, a continuing program in Canada’s 
——WNorth has been carried out. A number of wells were drilled 
in the Mackenzie Valley. None was successful but both seismic 
and drilling operations continue. Additional seismic structures 
were located in the Mackenzie Valley and the Arctic Islands 
and drilling will follow during the next few years. Land with 
geological prospects were acquired on which seismic is now 
underway and from which drilling programs may result. 


LAND HOLDING AREAS ae 
Northwest Territories 


MACKENZIE RIVER VALLEY (Map No. 1) 


The Mackenzie River Valley represents one of the largest 
spreads of exploration lands in Decalta’s portfolio. In this area, 
the Company owns interests varying from 12.5% to 100% in 
3,283,500 gross acres (1,513,000 net acres). In addition, the 
Company can earn interests varying from 8.3% to 25% in 
1,238,600 gross acres (196,200 net acres) in certain option 
lands more fully described later. 


Norman Wells - Wrigley Area 


During the year, a major company committed to a farmout 

from Decalta in the Wrigley area. The first phase of this 
program, which will be undertaken in 1973, will cost 
approximately $1,000,000 and will include the cost of the 
Decalta SOBC Gulf AmMin Johnson A-12 well and 93 miles of 
seismic. An interest in 57,000 acres will be earned by such 
drilling. In the second phase of the program, further wells, up 

to a maximum of 5 over a two year period, can be drilled to earn 
additional interests in a total of 285,900 acres. 

The Company also concluded a farmout of its Nahanni Butte 
land. Since year end, a well was drilled on these lands at no cost 
to the Company and has been abandoned. The Company 
participated in a test (Decalta CS Mesa Redstone P-78) which 
has since been abandoned at 3890 feet. The Company expects 
to drill one or two additional wells in the 1973 summer 

season with a helicopter rig in the Fort Norman area. Finally, it is 
expected that ten wells will be drilled in this area in the 1972- 
73 drilling season by other operators and any positive results 
could have a material bearing on the Company because of its 
widespread land holdings. 


NORTHWEST TERRITORIES (Map No. 1) 
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* Includes interest earned by drilling Decalta C.S. Mesa Redstone P-78 Feb./73. 


Tree River - Grandview Area 


As a result of a geological study which indicated reef prospects 
and oil shows in previous wells, the Company undertook a 
seismic option on 296,000 acres in the Tree River area. The 
terms of the option require the Company and its associates to 
do 150 miles of seismic during the 1972-73 winter season. The 
Company may earn 16 2/3% in each 49,000 acre block by 
paying one-third of the well cost. It is anticipated that 

drilling can be done during the summer by the use of a helicopter 
rig. 

Experience has been already gained in the use of a helicopter 
rig as one was successfully used to drill the first well at Grandview 
(Ontaratue P-38). The use of this rig materially reduced the 
cost of this well and caused far less ecological disturbance 
than would have been the case with conventional equipment. 
The above-mentioned well was abandoned in 1972. Further 
seismic will be done on the Grandview block in 1973-74. The 
Company has earned 16 2/3% in 154,500 acres and can earn 
a similar amount, per well, by contributing one-third of the 
cost of up to four more wells. Currently, a 7,000 foot well, 
Inexco Weldon Creek 0-65, is drilling nine miles southwest of 
our lands as shown on map no. 1. 


Arctic Islands 


During the year, Decalta participated in a 330 mile seismic 
survey on Prince of Wales Island where it has an interest in 
4,579,900 gross acres (1,035,500 net acres). The results of 

this survey indicated several large structures. This land is 
Strategically situated near the Boothia Peninsula, the logical 
eastern route for a pipeline from the more northerly Arctic 
Islands where large gas discoveries are being found. Plans are 
being made now to stockpile fuel for the next step in exploration 
of our lands, which will probably be a further seismic survey 
and the drilling of a well or wells. 


Indonesia 


Decalta has a 20% interest in a Technical Assistance Contract 
covering 67,753 acres (13,550 net acres). Pertamina, the 
Indonesian Government-owned oil company, has issued a 
“Technical Assistance Contract” by which it pays all income 
tax and assigns 57.75% of the proceeds of production to the 
contracting party until recovery of all costs and then 35% of 
the proceeds of production thereafter. This Technical 
Assistance Contract covers an area of easy access which lies 
southwest of Palembang. Roads, railroads and a pipe line 
cross the area. As can be seen from the map, a number of old 
shallow depleted oilfields exist in the contract area. These fields 
were very small in area but produced 56 million barrels of 37° 
gravity sweet oil. The area was taken with the hope of finding 
more of these shallow fields and of finding the deeper sands 
which are productive north of this block. A 200 mile seismic 
survey has been completed and the results are currently being 
evaluated. 
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ARCTIC ISLANDS (Map No. 2) 


Decalta Land Holdings 


Permit Acres 


% 
m@ 100% 
B 50% 
@ 33.33% 
B 23.37% 
@ 12.50% 
B 8.33% 


Gross Net 
82,360 82,360 
74,674 Boor 
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4 346,059 1,015,992 
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The North Sea 


™)  Decalta Land Holdings Western Decalta has a 5% interest in parcels 210/19 and 
5% in 106,300 Acres 38/2 in the U.K. North Sea. Detailed seismic work has been 
completed on both parcels. The results of these surveys are 
o Location - Drilling encouraging and it is anticipated that the parcels will be drilled 
© (Oil Well in 1974 when a rig is available. 
# Gas Well Currently, developments are taking place in the vicinity of both 
+ Abandoned parcels as can be seen from the accompanying map. 
In the case of the northern parcel 210/19, Shell Esso have 
Me: Gas Field found the Brent oilfield and the Cormorant discovery, while 
P Oil Field the Signal 211-18-1 well is reported to have flowed at 5300 


barrels of oil per day. Further activity by others is anticipated 

in this area this summer. 

Near the southern parcel 38/2, Hamilton Bros. have announced 
a discovery, and the Auk field is under development. As in the 


north, activity by others is anticipated in this area during the 
summer. 
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DECALTA LAND HOLDINGS 


Alberta 
786,700 Gross Acres 
201,400 Net Acres 


British Columbia 
80,000 Gross Acres 
23,200 Net Acres 
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Alberta 


In Alberta, widespread land acquisitions have been made 
totalling 133,000 gross acres; the main acquisitions being in 
the Hotchkiss, Esther, Mink Lake and Sunnydale areas. 

The Company has participated in drilling three gas wells at 
Hussar, three gas wells at Esther, one gas well each at Taber, 
Chauvin, Hanna and Oyen. Oil wells have been drilled at both 


Gilby and Wainwright. Wells are now being drilled at Hotchkiss 
and Mink Lake. 


British Columbia 


During the year, a further seismic program was conducted at 
Chowade, west of Fort St. John. The results were encouraging 
and negotiations are being conducted with the holders of 
offsetting land in order to expand our prospect area. 

Land acquisitions were made at Buick Creek, Willow and 
Nettle. The Company participated in drilling two gas wells and 
one dry hole at Fireweed, and one gas well at Velma. An oil 
well with very thin pay was drilled at Weasel and was 
subsequently converted to a water injection well. 


New Brunswick 


During the year, a seismic program was undertaken in New 
Brunswick, at Urney in Waterford County. As a result of this 
program, a well was commenced, NBO Urney 72-1, some 35 
miles southwest of the Stoney Creek field. This well is 
currently drilling and is expected to continue for some months. 
Any discovery of gas and oil in this area would be significant 
due to the extensive holdings of the Company. 


Land Holdings 


At year end, the Company held 23,137,700 gross (10,118,500 net) 
acres. 


During the year additions were made in the following areas; 
Alberta 133,000 acres, British Columbia 8,000 acres and the 
Northwest Territories 329,000 acres. In Alberta and British 
Columbia, land acquisitions were concentrated in areas 
believed to be gas-prone and to date gas wells have been 
drilled on three blocks in Alberta and two in British Columbia 
with additional blocks to be tested. 


The major areas in which surrenders were made were in 

Hudson Bay and the Northwest Territories. A total of 1,384,000 
(69,000 net) acres was surrendered in Hudson Bay and 619,000 
(590,000 net) acres were surrendered in the Territories. Minor 
relinquishments were made in the Prairie Provinces. 


Summary of Acreage Holdings 


Petroleum and Reservations, Licenses 
Natural Gas Leases Permits (*) 


Area Gross Net Gross Net Gross Net 
Canada: 


665,000 164,600 121,700 36,800 786,700 201,400 

50,400 13,300 29,600 9,900 80,000 23,200 

Hudson Bay — —_ 5,649,200 421,200 5,649,200 421,200 
New Brunswick 5,453,000 5,453,000 5,453,000 5,453,000 
Newfoundland (offshore) = — 1,630,200 738,500 1,630,200 738,500 
Northwest Territories 57,500 14,400 3,226,000 1,498,600 3,283,500 1,513,000 
Arctic Islands — 221300 1,284,100 5,221,300 1,284,100 
— 628,000 367,100 628,000 367,100 

61,000 — _ 61,000 61,000 

15,200 36,800 9,200 73,500 24,400 


19,200 = — 144,000 19,200 
4,700 4,800 2,400 20,700 7,100 


Overseas: 
U.K. North Sea — 106,600 5,300 106,600 5,300 


6,483,500 5,745,400 16,654,200 4,373,100 23,131.00 LOMAS 500 


*Convertible into leases to the extent of approximately 50%. 


Employees 


At the end of 1972, the Company and its subsidiaries employed 
87 people, an addition of 6 over 1971. Total employment 

costs, including salaries, wages and employees benefits 
approached the one million dollar mark at $986,900, an 
increase of 7.7% over last year. 


The Company made contributions of $58,600 to the employees’ 
retirement plans, $15,700 to the employees’ savings plan and 
$18,900 to group life insurance and health plans. Employee 
contributions amounted to $35,100 to retirement plans, 
$31,300 to the savings plan and $10,200 to life insurance and 
health plans. 

In addition to the above, a Western Decalta affiliate, Madison 
Natural Gas Company Limited, a company which owns and 
operates the gas processing plant at Turner Valley, employed 
33 people. 
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Financial 


Net Oil & Gas Sales Decalta’s consolidated net income reached a new high of 
TE : | $2,005,000 in 1972, a gain of 30.3% over net income of 


Millions of dollars 


$1,539,000 in 1971. Earnings per common share amounted to 
25¢, an increase of 13.6% over the 22¢ earned in 1971. The 
1972 earnings per share are calculated after giving effect to a 
14.9% increase in the average number of shares outstanding 
(8,179,550 shares in 1972 vs 7,118,550 shares in 1971). 
Gross income rose by 16.7% to $8,074,000 ($6,921,000 in 
1971). Revenues from oil and gas sales at $7,628,000 
surpassed by 13.1% the Company’s previous record of 
$6,747,000 in 1971. This improvement resulted from higher 
production volumes of both crude oil and natural gas. 

Total cash expenses were $3,030,000 in 1972, an increase of 
$189,000 (6.6%) over the 1971 total of $2,841,000. An increase 
of $391,000 (24.7%) in production expenses was partially 
offset by decreases of $76,000 (26.3%) in net general and 
administrative expenses and $126,000 (13.0%) in interest 
expense. 


Cash Fl 
eee | Cash flow from operations totalled $5,044,000, a 23.6% 


Milions of abtars increase over 1971 at $4,080,000. Cash flow per share for the 
comparative years were 62¢ and 5/¢ respectively. 
Expenditures for exploration and development amounted to 
$4,452,000 in 1972 compared with $4,919,000 in 1971. The 
1971 total includes $1,749,000 ascribed to the capital assets 
of Western & Texas Oil Co. Limited on purchase of its shares in 
that year. 

Working capital at the year end totalled $9,573,000 ($2,226,000 
in 1971). Early in 1972, the Company sold 1,000,000 
common shares in the United States receiving $6,756,000 
after deducting share issue expenses. Other sources and use of 
funds during the year are shown in the source and application 
of funds statement. 
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Analysis of Gross Income 


1972 Changefrom 1971 
Amount % 


Net Oil Sales $5,930,000 + 470,000 + 8.6 
Net Gas Sales 15940005 391,000) 4 32.5 


Royalty Revenue 104,000 20,000 + 23.8 
Net Oil and Gas Sales 7,628,000 + 881,000 + 13.1 
Interest and Other 


446,000 + 272,000 +156.3 
$8,074,000 +1,153,000 + 16.7 


Western Decalta Petroleum Limited 
and Subsidiary Companies 


Consolidated Balance Sheet 
December 31, 1972 and 1971 


ASSETS 


CURRENT: 


(Op ae ier a A ae PL ee 


Short term investments at cost 

which approximates market 
Accounts receivable 
Inventory of materials at cost 


PR eID PO IDS gece cine iper Gist vissecssavaaccosdoventasanavesonee 


PROPERTY AND EQUIPMENT AT COST: 
Oil and gas properties less accumulated depletion 


Ope, 206;000'(197 bi $19,547,000) occ ccccsssssvsncatoccecs 


Plant and equipment less accumulated depreciation 


Oe O00, 000K 197 $5443 00D) .)-csccccecsssnecvesessasodvens 


OTHER: 


SCM SIFTEINNG Al COSE ao oyoo: facies civescees soon: bate ere arr 
Debenture issue expense less amounts amortized ........... 


-LIABILITIES 
CURRENT: 


Banker S aCCEPtanGesS = SECUIEM ......ccc..cccsc.sseneserernsennsssees 
Accounts payable and accrued Charges ............0..ccceeeeee 
Accrued interest on long term debt ...............:.cecceeeeeeeeee 
Currentimaturities Of ION terM AED ........0..000cerecoesoncens 


DEFERRED PRODUCTION INCOME (Note 3) .............--ssees 
eae VIDE I CNOTG 4) 0. pitsosisnsetenesaneertestonbnsavspeanranenees 
MINORITY INTEREST IN SUBSIDIARY COMPANIES ............ 


SHAREHOLDERS’ EQUITY (Note 5): 


Capital (Note 6) 
Authorized - 600,000 preferred shares 
of $25 par value each 
10,000,000 common shares 
of $1 par value each 


Issued - 8,202,925 common shares 


(1 9/1eae 130,425 Shares) wees ee 
Contributed surplus (see statement page 19) ......... 
Earned surplus (see statement page 19) 0... cee 


On behalf of the Board: 


. Director. 


See accompanying notes. 


CTE LSS Tat SS CSS iS a 


1972 


$ 353,000 


8,847,000 
2,912,000 
84,000 


33,000 


12,229,000 


50,000 


31,478,000 
3,211,000 


34,689,000 


130,000 


281,000 


411,000 


$47,379,000 


$ 2,408,000 
11,000 
137,000 


2,656,000 


5,445,000 


9,599,000 
2,933,000 


8,203,000 
10,603,000 
7,940,000 


26,746,000 
$47,379,000 


1974 


$ 458,000 


3,017,000 
2,389,000 
143,000 
55,000 


6,062,000 
40,000 


30,187,000 
2,709,000 


32,896,000 


48,000 


303,000 


351,000 


$39,349,000 


$ 900,000 
2,592,000 
114,000 
230,000 


3,836,000 


5,077,000 


9,999,000 
2,670,000 


7,130,000 
4,702,000 
5,935,000 


17,767,000 
$39,349,000 


CLA Director. 


Az. 
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Western Decalta Petroleum Limited 
and Subsidiary Companies 


Consolidated Statement of Income 


Net oad: Bas Sales ant bea a ae ren enien aay ann nt ate aera 


Interest-and-otherinGonmme Sie ae een en eee 446,000 174,000 
8,074,000 6,921,000 
Deduct: 
ProductoneXDENSeS aces rcie sce eee ee eee eee 1,976,000 1,585,000 
General and administrative expenses 
net of management fees earned .......ccccecccecceeeeseteeeeeeeeeeees 213,000 289,000 
Interest EX DEM SCR aa. ecca ceed rece ati ee eee pies 841,000 967,000 
3,030,000 2,841,000 
Gasin flOWs EKO MODE RATIOS aeereee cee ee tee eee 5,044,000 4 080,000 
Deduct: 
Depreciation and Gepletionives. weet cc ees 2,807,000 2,401,000 
Amortization of debenture issue expenses ..........0.cceeees ,000 23,000 
Discount on debentures purchased for cancellation ......... (69,000) (113,000) 
2,760,000 Zod OOO 
Income before Minority iImtereSt ct. erecten ssc sere eee 2,284,000 1,769,000 
Income applicable to minority interest ....................cc0ceeseeeereee 79,000 230,000 


FOR THE YEARS ENDED 
DECEMBER 31 


1972 


LOT) 


$ 7,628,000 $ 6,747,000 


Netincome fon the yeare( Notes) sateen ects cerseeone tere ee $ 2,005,000 $ 1,539,000 


Net income per common share (Note 7) .......cccccccceeccesseeeeeeeeee $25 Suze 


Consolidated Statement of Source and Application of Funds 


FOR THE YEARS ENDED 


Source of funds: 
Cash flow from operations 


DECEMBER 31 


1972 


1971 


$ 5,044,000 $ 4,080,000 


Sale Of Production DayMeNRtS 2c) tees en cash eee ee ee 2,735,000 3,165,000 
Issue of capital stock net of share issue expenses ............ 6,974,000 53,000 
14,753,000 7,298,000 
Application of funds: 
Additions to property and equipment ..........cc cece cece eee 4,616,000 3,202,000 
Repayment and current maturities of 
debentures inet Of CisCOUnts 2, eis .cco eter eee eee 331,000 287,000 
Retirement Of Production DayimMents ceccge use enters 2,367,000 3,489,000 
Investment in shares of subsidiary company 
Nnetion WonKINEe Capital: theneo tees aeereee eee eee 1,630,000 
COINS Fac can eansce Sake Fs nbs ava ae va Mee a Ie a ee a 92,000 (7,000) 
7,406,000 8,601,000 
thicrease (decrease) in working Capttdlinmne.. ee eee ne 7,347,000 (1,303,000) 
Working capital at. beginning of Vearesw..c1anare ee 2,226,000 3,529,000 


Working capital at end of year 


See accompanying notes. 


$ 9,573,000 $ 2,226,000 


Western Decalta Petroleum Limited 


and Subsidiary Companies 


Consolidated Statement of Earned Surplus 


FOR THE YEARS ENDED 
DECEMBER 31 


1972 1971 
Beenecrs iT DIUISialDESINMING Of YEar cocccseccscc.csecececseeeseoveeseZovs $ 5,935,000 $4 396,000 
INORG OIG TOK EMG IVEAL (5.0... 2esagcccde vst. vecaceis+ssccsesasesssacidecevvee 2,005,000 1,539,000 
Beer SUIPOIES aT ONE Of YEA vi ycccccecvcdsvscustsesccecseleesgurcgucevevt ces $ 7,940,000 $5,935,000 


Consolidated Statement of Contributed Surplus 


FOR THE YEARS ENDED 
DECEMBER 31 


1972 1971 
Pleam@esAt DEOINIAIIS OF VEAL jscccsdarctvesvsee ss accvov eveinaeetoavesdedeenseees $ 4,702,000 $4,666,000 
Premium on shares issued during Year ............cccecceceeeeeeeeees 6,125,000 36,000 
SHAK CHISSU CHEN CINSES since oa ce anete cats -acoevnqcsi anducstenbrinvasmmesdsaton (224,000) 
SVS SS, AUST IG AS EET eh ee $10,603,000 $4,702,000 


See accompanying notes. 
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Notes to Consolidated Financial Statements 
December 31, 1972 


1. Basis of the Financial Statements 


The consolidated financial statements in- 
clude the accounts of the Company and all its 
subsidiaries. The excess of the unamortized 
cost of purchased subsidiaries over the related 
net asset values at dates of purchase amounts 
to $1,711,000 at December 31, 1972 and is 
included in oil and gas properties. All signi- 
ficant intercompany transactions have been 
eliminated on consolidation. 


2. Accounting Practice 


The companies follow the full-cost method 
of accounting wherein all costs relative to the 
exploration for and development of oil and gas 
reserves, whether productive or non-produc- 
tive, are capitalized and depleted on the com- 
posite unit of production method based on 
estimated proven reserves of oil and gas. De- 
preciation of plant and equipment is provided 
at rates which are designed to amortize cost 
over the estimated useful life of these assets. 


3. Deferred Production Income 


During the year production payments, re- 
presenting a portion of the companies’ interest 
in future production from certain oil lands, 
were sold for $2,735,000 cash. Production 
from the interests in the oil and gas reserves of 
the lands covered by these production pay- 
ments will revert to the companies after re- 
payment of the principal amounts. Due to the 
short term nature of these financing arrange- 
ments, all of which are expected to be retired 
within three years, proceeds from the sales of 
the production payments have been deferred 
inthe accounts and are reflected in income as 
the related oil and gas reserves are produced 
and sold. Repayments during the year on pro- 
duction payments sold in the current and prior 
years amounted to $2,367,000. 


4. Long Term Debt 
1972 1971 

6% Sinking Fund 

Debentures Series 

AdueJune1,1985 $4,736,000 $5,229,000 
7% Convertible Sink- 

ing Fund Deben- 

tures Series B due 

September 30,1985 5,000,000 5,000,000 

9,736,000 10,229,000 

Deduct: 

Sinking fund in- 

stalments on Ser- 

ies A Debentures 

due within one 


137,000 230,000 
Per balance sheet ... $9,599,000 $9,999,000 


The 6% Sinking Fund Debentures Series A 
and 7% Convertible Sinking Fund Debentures 
Series B are secured by a first floating charge 
on the undertaking, property and assets of the 
Company. The Series A Debentures are sub- 
ject to sinking fund payments of $400,000 
in 1973 (of which $263,000 was paid by pur- 
chase of debentures for cancellation in 1972) 
and thereafter in each year until 1984. The 
Series B Debentures are subject to sinking 
fund payments of $275,000 in 1979 and there- 
after in each year until 1984 and may be re- 
deemed after October 1, 1973. The Series B 
Debentures are convertible at any time prior 
to the close of business on October 1, 1978 0n 
the basis of 200 common shares for each 
$1,000 principal amount of the Debentures. 


5. Dividends 


The trust deed securing the 6% Sinking 
Fund Debentures Series A and 7% Convertible 
Sinking Fund Debentures Series B contains 
provisions restricting the payment of cash div- 
idends, the most restrictive of which limits such 
payments to consolidated net earnings (as 
defined) in excess of 3% times interest on the 
Company's long term debt. 


6. Capital and Reservation of Shares 


During the year the Company issued 
1,000,000 common shares for a cash consider- 
ation of $6,980,000 and 72,500 common 
shares on the exercise of options for $218,000 
cash. Of the total proceeds $1,073,000 was 
credited to share capital and the balance to 
contributed surplus. 


At December 31, 1972 common shares 

were reserved as follows: 

(i) 240,000 shares under an Employees’ 
Stock Option Plan. Options to purchase 
151,500 shares are outstanding includ- 
ing 70,000 to officers of whom two are 
Directors. Options are granted at prices 
not less than 95% of market value at 
date of grant and are exercisable from 
time to time for 6 years. Details of op- 
tions outstanding are as follows: 

5,500 shares at $3.00 per share ex- 
ercisable to 1973 

56,000 shares at $7.25 per share ex- 
ercisable to 1975 

15,000 shares at $6.40 per share ex- 
ercisable to 1976 

22,500 shares at prices varying be- 
tween $6.25 and $6.75 per 
Share exercisable to 1977 

52,500 shares at prices varying be- 
tween $6.05 and $6.45 per 
share exercisable to 1978. 


(11) 1,000,000 shares for the conversion of 
the 7% Convertible Sinking Fund De- 
bentures Series B (see Note 4). 


7. Earnings Per Share 


Net income per common share is computed 
on the basis of the weighted average number 
of shares outstanding during the year. Exercise 
of all options and conversion of outstanding 
convertible debt would be anti-dilutive. 


8. Income Taxes 


For income tax purposes, the companies are 
entitled to claim drilling, exploration and lease 
acquisition costs and capital cost allowances 
(depreciation) in amounts which exceed the re- 
lated charges against earnings. As a result, no 
income taxes are payable in respect of the net 
income reported for the year ended December 
31, 1972 and at that date accumulated ex- 
penditures of $7,700,000 remain to be carried 
forward and applied against future taxable tn- 
come. For 1972, capital cost allowance claims 
will be less than depreciation recorded in the 
accounts. 


The Canadian Institute of Chartered Ac- 
countants recommends income tax allocation 
for all differences in the timing of deductions 
for tax and accounting purposes but the Com- 
pany, in common with many other companies 
in the oil and gas industry in Canada, does not 
believe that tax allocation in respect of drilling, 
exploration and lease acquisition costs is ap- 
propriate. Accordingly, no provision has been 
made for deferred taxes on timing differences 
involving such costs. 


Had provision for deferred income taxes 
been made with respect to all differences in 
timing of deductions for tax and accounting 
purposes during 1972 and 1971, provisions for 
deferred income taxes would have been $750, 
000 in 1972 ($665,000 in 1971), resulting in 
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reductions of net income after adjustment for 
minority interest of $645,000 or 8¢ per share in 
1972,($585,000 or 8¢ per share in 1971).The 
accumulated income tax deferrals relative to 
all timing differences amounted to approxi- 
mately $5,625,000 at December 31, 1972. 


9. Statutory Information 


Included in charges against income during 
the 1972 year are the following: 
Remuneration of directors 
and officers — 
Aggregate 
remuneration of 
ten directors 
as directors ... $~ =5,000 
Aggregate 
remuneration of 
six officers 
(two officers 
are also 
directors )....... 
Interest on funded 
(al) 9) hia epee 


Depreciation and 
depletion — 
Depreciation of 
plant and 
equipment..... $553,000 
Depletion of oil 
and gas 
properties ...... 2,254,000 2,807,000 


193,000 


648,000 


10. Commitments 


The Company has issued non-interest bear- 
ing demand notes to the Government of Can- 
ada as security for the performance of work 
obligations by the Company and others in 
respect of normal exploration activity. The ag- 
gregate of such notes amounted to approxi- 
mately $1,782,000 at December 31, 1972. 


We have examined the consolidated balance sheet of Western Decalta Petroleum Limited and its subsidiary 
companies as at December 31, 1972 and the consolidated statements of income, earned surplus, contributed 
surplus and source and application of funds for the year then ended. Our examination included a general re- 
view of the accounting procedures and such tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 

In our opinion these consolidated financial statements present fairly the financial position of Western 
Decalta Petroleum Limited and its subsidiary companies as at December 31, 1972, the results of their opera- 
tions and the source and application of their funds for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


Calgary, Canada. 
February 14, 1973. 


CLARKSON, GORDON & CO. 
Chartered Accountants. 
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10 Year Financial Review (thousands of dollars, except per share amounts) 


1972 1971 1970 1969 1968 1967 1966 1965 1964 #1963 


Income 
Net-oilSales::2c8 cle eicees eee $ 5,930 $ 5,460 $ 4,342 $ 3,891 $ 3,658 $ 3,705 $ 3,631 $ 3,149 $ 3,080 $ 2,876 
Neteas. Sales c.3.4 bert eee 1/5945 66 203) 11954-0611 933 367 Bok 364 361 300 
Royalty revenue ..........0.ccceceeee 104 84 67 80 92 94 84 92 97 92 
Net oil and gas sales ...........0..... 7,628. 6,747 5,604 5,032 °4:683° “4.166 724,040 3.0055) 05cm woe oe 
Interest and other income......... 446 174 196 136 124 49 LO 5S) 115 Hike 
GhOSSHINCO lil Cue eee a eee ee 8,074 6,921 -5,800 5,168 4.8075 4215 24 i565 3.700 5, Co cure 
Percentage of Sales 
NetioilSalesv=—= Sore vere 78 81 HE ay 78 89 90 87 8/7 88 
Net gas sales — % woe 21 18 Pal ZA 20 ) 8 10 10 9 
Royalty revenue — % ........... 1 1 2 2 2 2 2 3 S 3 
Cash Expenses 
Production =e ett ee 1,976. 1585: 4 5270" SU 64 oe OSG are O21 957 863 861 86/7 
General & administrative (net) 213 289 Z2\2 Ler 297 168 188 114 69 63 
Interest coe eC ere 841 967 934 885 824 678 608 529 351 314 
Cash Flow 623 eee 5,044 4080 3.384 2952 . 2,600". 23438-2403) 22042 ee 
Per Shaemee iat ere ere eae 0.62 Oney 0.48 0.43 0.38 0.35 0:35 0.33 0.36 Os32 
Other Costs 
Depreciation and depletion ...... 2,807 2401 2,069 1.850 ° 1,830 1688-609". 1339 eh sAoieee oe) 
Debenture issue items .............. (47) (90) (82) 22 (68) iil WH 56 (2) _ 
WiMONrytGtereSISnar eer eae: 279 230 179 164 LS 93 85 93 125 — 
Net Income before 

extraordinary gains ............08.. 2005p SSO mes 916 723 556 692 766 900 23 
PER SHIATC etree tae oe aera ae 0.25 0.22 OLY Oma! 0.10 0.08 Ocb1 Oxish 0.14 see note (2) 
Extraordinary galnSc..:.scc se — — — LOZ _ 64 -- _ —_— — 
Pe Shanenaeare 6 Ae Geo tic enarnepis — — ~ 0.01 — 0.01 — — — = 
Balance Sheet Data 
Werkingscap alice. 24. OD 73a 22 Oe So O22 es © 6 Ome OO 365. 9 24Sr 508 949 
Property and equipment - net.. 34,689 32,896 30,345 29,881 26,447 23,232 21,966 19,142 16,295 13,998 
bonetenit debu...257) cco 9,599 9,999 10,399 11,500 11,900) 91615° 697/23. -.9.7 31) 55) oO ee 


Deferred production income::.. 5,445.°°S,077 <5) 4019 3/07. 3) IZ rae e549 — — — == 
Minority interest in subsidiaries 2,933 2.6/0 2.317 2,138 —1,965°>) L651.) 1613, 215325 422 


Shareholders’ equity ...........0..... 26,746 17,/67 16,175 14,277 13,084 12340 I 6855.10, Sie oa lee Sa 
Other Data 
Shares outstanding 

(thousands of shares) ........... 8,203 7,130 7,113 6,940 (6.883 (6.867 96,820 6.166) BG oe2ro 70 
Number of shareholders............ 6,508. 5,599 5.756 4,494 4542). 4.69855 4934504 (02m 4 eee 
Number of employees .............. 87 81 84 82 74 71 68 71 Hil 69 


(1) The above statistics are for Western Decalta Petroleum Limited 
and its subsidiary companies at December 31. 


(2) Full-cost method of accounting for exploration and development 
expenditures was adopted in 1964. 


10 Year Financial Review (thousands of dollars, except per share amounts) 


1972 


Expenditures For Finding 
and Developing Production 


Land acquistions and rentals...$ 796 

Geological and geophysical...... 1,298 

DiigINGES te. tuasayseti eat cuds 1,125 

PROGHIC EVE CGI Gyo: cecceess es. 328 

Production equipment .............. 905 

Capital assets of acquired 

ONDA MMES reac shot dvvesscesaw ace — 

Hite serene se tie res, Jo siesssemn conse 4,452 


Classification 


ESSOIOV OM ntaerctea.csceestavectats. 3,201 
He TONE OU igen oes ane en a eR Ue 
DSVEIODIMNOMU SS cisa costa seossesecbs- 1,251 
PEROT LOLA toto esiuwdihechcoseesnsns 28 


Source and Application of Funds 

Cash flow from operations........ 5,044 
Sale of production payments... 2,735 
Addition to long-term debt ....... — 


Issue of capital stock ................ 6,974 
OTMER SOULCES He oh. losses ccascewaseonss —_ 

Total sources of funds............ 14,753 
Expenditures for finding and 

developing production........... 4,452 
Other capital outlays ..........0.0... 164 
Retirement of production 

DAME MESemeer sate ctcarawa.c2: oes 2,367 
Repayments of long-term debt 331 
Ome appllCatlOMSicss...cccssee =. 92 

Total application of funds ..... 7,406 
Increase (decrease) in working 

BAO (LA cee menmeneeee etn uvitevisassace 7,347 


1971 


1970 


1969 


546 $2,548 


457 
534 
261 
679 


2.477 


1939 


Z2i200) (1,386) 


628 
444 
742 
870 


5 232 


eteley | 


36 
3,379 
64 


2,992 
2020 


171 
589 
6,237 
5 232 
52 
1,939 
400 
7,623 


1968 


1,014 


1967 1966 
1,270 $1,470 
548 "459 
3010 2356 
492 1.678 
403. 387 
3,014 4349 
103101: 760 
BA AG 
1,983 2,589 
eee 50 
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10 Year Review of Operations (Exploration and Production) 


1972 1971 1970 1969 1968 1967 1966 1965 1964 1963 


Land 
(Thousands of net acreS) ........cc00ccce0000 10,118 10,870 11,302) 12,130' 9AG7 “S731 65) o O54 ce 
Canada 
AlDertae. eee ee eee 202 183 166 299 290 400 423 308 248 400 
BritisheColuinnblavessseeereee 23 26 13 13 1S se) 29 22 20 30 
FUdSOnt Bay eres eee eee 421 490 781 840 632 255 135 — — ~ 
INGWeB iS WiC Keneeeeeeeece et meer 5,453 95,453 5,453 5,453: 5453) 915,453 2 54535) 0,4 0o9 oO 56 ae ee 
Newtotindland 4223-3 739 739 739 739 —_ = — — — —_ 
Northwest Territories ............. 1513. 52103)2.2-216 2252422 2905) 264558 G43 NS DOP: 62 
AGGHCASI Amica tamer con eee: 1,284 1,284 1,284 1,425 = _ — — —- — 
BeauiioreSedueaearm ee 367 367 364 481 = — = == == = 
OntaniOi a eae ats sitar 61 P53 188 ZZ. 232 43 43 43 45 46 
Saskatchewanier wee 24 4] 70 98 543 890 837 110 6 40 
United States 
Alaska ee here Oi arc ners 19 20 20 20 3 as _ — — — 
Oda el ametein tate Ant Dae ae oe 7 el 8 6 9 9 iat 4 1 1 
Overseas 
GERCSINOKthheS Galea sce 5 = = = a ube Hes = Get Ra 


Net Oil and Condensate Production 


(Thousandsiof parrels)’ ess asietnesteee: 2.1312 973" S679) 1528 463s Ay Cle AA aie eA ee 2 le eer a 
Alberta 
OACAII eu er eee eee 34 34 Sy Sil 43 42 Si 39 Al 44 
MAWES TOS e etten, cantina ieee tan 206 7A 199 ay. 114 17, 91 irs} = — 
Pernbiras(Garclitiam)tencencscee 395 418 395 B45 302 279 285 Sus 340 319 
(Belly River) ............ 98 83 68 64 74 US 70 61 12 — 
Red Coulee tte Be eee 79 102 63 40 80) 20 23 4 — = 
RIAD EV escnete aie ee See 32 31 Si Sil S)5) 35 3S} 36 37. 33 
SiMOMettei wee eee ee one 149 116 96 85 50 53 By 5G 56 43 
Sturgeon Lake South ............. 188 165 167 35 147 lee 143 148 Bl 99 
Turner. Valley Ges ous ee ee 155 7a 67 63 56 BS By! Bi, 61 7! 
Wai Witch ies escent 207 170 21 Dik 8} 22 19 9 — — 
West Drumheller ..........0......... 161 135 126 126 163 170 161 170 ILIKS 180 
Otheriield eee tere eee 155 141 es, 138 145 157 156 Iya 184 Bi 
OtalesAlbertannesss eee ee 17859." 680) 7 1ESsSer 256 see 2 O22 OS Om OOS 986 
BritisheGoltinnt liane wees 46 56 50 49 42 Si, 35) 20 19 = 
Sas katichewialaeece.cce eta 99 97 110 120 13S W222 79 86 88 65 
NEW BrunswiCk nse se eee 9 8 7 i 10 WZ it 3 5 8 
Totale(Ganadaw oe 2,013) T8415 8565. 14372 W369 13/3 cele 2A een eg >) Omen eS) 
Wontar ee meet ene ate 96 109 91 64 70 74 160 85 22 13 
HS) (epee pups Raster Re: - aN Ze Be 23 2, 24 Sil 38 44 4] 5O 
Ota WES Awe ee cee ees 118 sy 4 91 94 105 198 79 63 63 
Average Daily - barrels.............. 5,822 5405. 4,600 4188 3,997 ~4049)>" 3959-3 408 ool eer 
Average Price -$/bbl................. 2.78 Dap 2.59 2.55 2.50 2e5 i Paoll 2.53 2.54 2.56 


24 


10 Year Review of Operations (Exploration and Production) 


1972 
Natural Gas Deliveries 
(millions of cubic feet) ............ 6,916 
Alberta 
PMMADASCAra Roe el ae 110 
Pe Maa Ose kes sce) |: 92 
PGOSUe RING scot i ceetecs ue bake: 1,184 
DM Aa dst riinseteasc stk Soecsi .. 295 
GondOncdalere 5 se oe a 1 
Pussar = WallOW 22.5. kia: 168 
IVINS Clerics era eau lames os 82 
POO ae a oer, 139 
inl [ita cok's ea Ree a eee, op ene 867 
SHMOMCUS oe get er a 385 
Sturgeon Lake South .....00..0... 130 
MOE! WANE occa ceccoucsen seasons 1,655 
Oinernelds ee 190 
otal. Alberta 2... occ ctas. 5,298 
BatisneColumbia 2a. 8 
SaSkatCheWa Wi cc.ce- obec sseescseses 40 
(CHPTHESY STO): see Ot sr eae ae eer 1,394 
NEWEBIUMSWICKSce aco. scc-ccc ce mee 90 
Total Ganadacen csc 6,830 
Hlewas GUS Awa ce ae 86 
Average Daily - mmcf ............... 18.9 
Average Price - ¢/mcf ............. 18.1 
Drilling Activity 
Gross wells completed .............. 66 
Net wells completed ................. g 11:2 
Exploratory 
lo cceca ea tee eee ee 0.6 
GAS ieee teen ac a fey 1.8 
1 7 ce © RRR OR ae ere 5.0 
Development 
OUP Ao ce ae ie eer ne ee 1.8 
(SENS ah spd ac ee nie ope oes 0.7 
BEI ARE RRL Te Oe cee er 1.3 
Reserves (3) 
Oil (thousands of barrels)......... 37,347 
Gas (billions of cubic feet) ....... 200 


Sulphur (thousands of long tons) 643 


1971 


es AE Be ae anh aay On 
Ore NOM NO 
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OS 
105 
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E00 OOWG. yO 
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33,654 
208 
645 


(3) Includes proven and probable additional reserves before a 
deducting royalties and excludes minority interests in subsidiary 


companies. Reserves have been calculated by an independent 


consultant. 
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The Petrol Oil & Gas Company, Limited 

Western Decalta owns 50.08% of the 3,995,000 total outstanding shares of The Petrol Oil & Gas Company, 
Limited. 

Petrol’s consolidated net income in 1972 was $490,000, a gain of 19.2% over net income of $411,000 in 
1971. Earnings per common share amounted to 12.3 cents, as compared with 10.3 cents earned in 1971. Cash 
flow from operations amounted to $808,000, a 25.5% increase over 1971 at $644,000. Cash flow per share 
for the comparative years was 20.2 cents and 16.1 cents respectively. 

Net production of crude oil and condensate amounted to 351,000 barrels (959 barrels daily), a 17.8% gain 
over the 1971 volume of 298,000 barrels (814 barrels daily). Natural gas deliveries were up by 71.3% to 858 
million cubic feet from 501 million last year. Daily average gas volumes were 2.3 million cubic feet in 1972 
vs. 1.4 million in 1971. 

Projects designed to increase the productivity of the Simonette D3 oilfield in Alberta are now in progress. 
Completion of a second gas plant in the summer of 1973 will double the handling capacity of attendant 
solution gas and with enlarged field production facilities; oil productivity in the fall of 1973 is expected to 
more nearly match the allowables allocated to the pool. To maintain reservoir pressure under the higher 
withdrawal rates, water injection is expected to be commenced in 1974. Petrol’s interest in the 
revenues from the Simonette D3 Unit is approximately 8.4%. 

South Brazeau Petroleums Limited 

Western Decalta owns 63.3% of the 5,000,000 outstanding common shares of South Brazeau Petroleums 
Limited. 

Net income in 1972 amounted to $42,900 compared with $46,800 in 1971. The decrease in net income is 
attributable to an increase in the provision for depreciation and depletion of $7,400 which resulted because 
of property acqusitions during the year. 

Cash flow for 1972 amounted to $74,600, an increase of $3,600 or 5% over 1971. Net oil production from 
the Joarcam oil properties in Alberta remained steady totalling 32,790 bbls. in 1972 as compared with 
32,270 bbls, in 19715 

Consolidated West Petroleum Limited 


Western Decalta owns 92.6% of the 1,329,088 outstanding common shares of Consolidated West Petroleum 
Limited. 
Net income during 1972 totalled $222,000 compared with $143,000 in 1971. Cash flow improved by 


$98,000 to $473,000 owing to higher oil sales in Western Canada and higher gas revenues from the Lake 
Erie properties in Ontario. 


Western & Texas Oil Co. Limited 


Western Decalta owns 88.3% of the 3,222,953 outstanding common shares and 99.0% of the 1,250,000 
outstanding preferred shares. 

Net income during 1972 amounted to $237,000 compared with net income before extraordinary item in 1971 
of $139,000. An extraordinary gain of $203,000 was realized in 1971 on the sale of properties. Cash flow 
from operations in 1972 rose by $160,600 to $420,600. This improvement resulted from a full year’s 
production from a property acquired late in 1971 in the Ghost Pine gas field in Alberta and from a reduction 
in general and administrative expenses. 

Net oil production in 1972 totalled 195,400 barrels compared with 212,700 barrels in 1971 which total 
included 12,900 barrels attributable to properties sold in April 1971. Production of natural gas from the 
Ghost Pine field amounted to 946,400 mcf in 1972. 


Western Decalta provides managerial and technical services for each of these subsidiaries. 


Decalta’s Interests in Subsidiaries 


Decalta’s 

Companies Interest 
ALBERMONT PETROLEUMS INCORPORATED ................... 100.0% 
BEC AA sO EE VEPOPMENT Sil PD. scsstercoscvcecedecesecncnoate 100.0% 
ee eeu O EIN PERPRISES, HNC2 | scccnsacoseunouenncorceruoneoacs 100.0% 
DECAETA INTERNATIONALE CORPORATION oecc--ccceccseesncecee 100.0% 
Vag oERI DECALDA (U.K). LIMITED cc ccs tccccccssesonconeeare 100.0% 
ASSINIBOINE PETROLEUMS LTD. 
Gomme give Merchants) Olle Gon LUC?) eres as eeseeeeeeceeeeceeeee ee 100.0% 
CONSOEIDATED WEST PETROLEUM LIMITED .cc.ccccc..cc000 92.6% 
NEWEBRUINSWICKIOIERIERDS aE MITMED eecccsssss-seteessss: 82.0% 
SOUTH BRAZEAU PETROLEUMS LIMITED sicccis.c.ccucconscenee 63.3% 
Viele RIE WIROIL UNL es (EVANS (COIMMRZAINIY LEMME] D) ceecoasesseooscosee 50.1% 
eee pROL Otle & GAS CORPORAMION ccccsssnacconceaneesncecics 
Re ROMMINERAIS ENTERPRISES: TD ieesecrstesssesssscescneeee: 
Pe RE INCE XA, Ol COn LIMITE Do cctwecassastpecnveceeetec:: 88.3% 


Incorporated 
Under the 
Laws of 


Montana 
Canada 
Montana 
Montana 
United 
Kingdom 
Alberta 


Ontario 


New 
Brunswick 


Alberta 
Ontario 
Delaware 


British 
Columbia 


Ontario 


Areas of 
Operations 


Montana and Texas 

Western Canada 

Montana and Western Canada 
United States 

North Sea 


Alberta 


Lake Erie, Ontario and 
Western Canada 


New Brunswick and 
Western Canada 


Alberta 
Western Canada 
Texas and Oklahoma 


Alberta 


Alberta 


All of Western Decalta’s subsidiary companies are engaged in oil and gas exploration and production in the areas designated. 


* Wholly-owned subsidiaries of The Petrol Oil & Gas Company, Limited. 
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Directors 


Alan T. Christie, Hartsdale, New York 
Private Investments 


Henry Ronald Fraser, Toronto, Ontario 
President of Anglo American Corporation of Canada Limited 
Director of Interlink Investments Limited 


Ralph C. C. Henson, Toronto, Ontario 
Director of Standard Securities Limited 


N. K. Kinkead-Weekes, London, England 

Executive Chairman of Australian Anglo American Limited 
Executive Director of Charter Consolidated Limited 

Director of Anglo American Corporation of South Africa, Limited 


Charles S. Lee, Calgary, Alberta 

Chairman and Chief Executive Officer of the Company 
President of The Petrol Oil & Gas Company, Limited 
Director of Consolidated West Petroleum Limited 


F. Richard Matthews, Q.C., Calgary, Alberta 
Partner in MacKimmie Matthews 
Barristers and Solicitors 


Gavin W. H. Relly, Toronto, Ontario 
Chairman of Anglo American Corporation of Canada Limited 
Chairman and President of Interlink Investments Limited 


Gerald J. Risby, Toronto, Ontario 

Vice President —Treasurer of Anglo American 
Corporation of Canada Limited 

Vice-President of Interlink Investments Limited 


Alastair H. Ross, Calgary, Alberta 

President of the Company 

Vice-President of The Petrol Oil & Gas Company, Limited 
President of Consolidated West Petroleum Limited 


Sidney Spiro, London, England 
Chairman of Charter Consolidated Limited 


Officers 


C. S. Lee, Chairman and Chief Executive Officer 
A. H. Ross, President 

E. L. Morris, Vice-President, Production 

A. M. Patterson, Vice-President, Exploration 

L. G. Elhatton, Secretary 


R. A. Robinson, Treasurer 


Operating Management 


J. H. Lefaivre, Land Manager 
W. G. Tyler, Chief Engineer 
D. J. Wigham, Regional Geological Manager 


Annual Meeting 


The annual meeting of shareholders of 
the Company, will be held at the Royal 
York Hotel, Toronto, Ontario, on April 
26, 1973 at 10:00 a.m. local time. A 
formal notice of the meeting, together 
with a proxy form and information 
circular, is enclosed with this report. 


In this report 


All figures and interest shown for 
“Decalta” or “the Company”, unless 
otherwise stated, represent the con- 
solidated total of Decalta and_ its 
subsidiaries for the year 1972. 


Canadian Shareholders should note 
that the valuation day (December 22, 
1971) price of the common stock of 
the Company was $6.55. 


Corporate 


Head Office 


8th Floor, 630 Sixth Avenue S.W. 
Calgary, Alberta T2P OT2 


Registrars and Transfer Agents for Shares 


Crown Trust Company — 

401 8th Avenue S.W., Calgary, Alberta T2P 1E4 
302 Bay Street, Toronto 101, Ontario 

455 Howe Street, Vancouver, British Columbia 
393 St. James St. West, Montreal, Quebec 


First National City Bank — 
55 Wall Street, New York, N.Y. 10005 


Bank of America — National Trust and Savings Association 
111 West Seventh Street, Los Angeles, California 90014 


Registrar and Transfer Agents for Debentures 


Guaranty Trust Company of Canada — 
Calgary, Toronto, Montreal, Vancouver 


Bankers 
The Royal Bank of Canada — Calgary, Alberta 


Auditors 
Clarkson, Gordon & Co. — Calgary, Alberta 


Shares Listed (symbol WDC) 


Toronto Stock Exchange 
Calgary Stock Exchange 
American Stock Exchange 
Pacific Coast Stock Exchange 


Subsidiary Companies 


Albermont Petroleums Incorporated 
Assiniboine Petroleums Ltd. 
Consolidated West Petroleum Limited 
Decalta International Corporation 
Decalta Oil Developments Ltd. 
Decalta Oil Enterprises, Inc. 

New Brunswick Oilfields, Limited 
South Brazeau Petroleums Limited 
The Petrol Oil & Gas Company, Limited 
Western Decalta (U.K.) Limited 
Western & Texas Oil Co. Limited 


Affiliated Company 
Madison Natural Gas Company Limited 


Western Decalta Petroleum Limited 
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